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DIRECTORS’ REPORT, UA 


To the Shareholders: 


For 1976 earnings from the Company’s operations, 
before provision for deferred income taxes, were 
$13,841,000, compared with $18,817,000 for the 
prior year. After tax earnings, before extraordinary 
items, were $10,815,000 during 1976 and $14,217,000 
as restated for 1975. Consolidated earnings of the 
Company including its equities in the undistributed 
earnings of its affiliated companies, Falconbridge 
Nickel Mines Limited and Madeleine Mines Ltd., and 
extraordinary gains resulting from reductions in 
deferred income taxes due to prior years’ losses were 
$16,164,000 in 1976, or $6.82 per share, and 
$17,538,000 or $7.40 per share for 1975. 


Earnings from.operations during the past year were 
adversely affected by higher production costs at the 
Company’s Smoky River coal operation. The Coal 
Division earned $14,268,000 during 1976 and dividend 
income from Falconbridge and Madeleine totalled 
$2,448,000. Corporate expenditures including 


/ exploration and administrative costs were $2,875,000. 


For the prior year comparable figures are $19,870,000 
for the Coal Division earnings, $2,277,000 dividend 
income, and $3,330,000 for corporate expenses. 


The Company’s bank indebtedness at December 31, 
1976 was $48,150,000, an increase of $7,947,000 
over the amount of the loan one year earlier. This 
increase was primarily due to the cost of a large coal 
inventory which accumulated during the final quarter 
of the year. Repayment of coal contract advances to 
the Japanese Buyers totalled $5,963,000 leaving 
$6,696,000 to be repaid concurrently with the remain- 
ing coal deliveries under this contract up to April 1, 
1978. Working capital at year’s end was $1,568,000 
compared with a deficit of $3,656,000 on December 
SOD. 


Dividend payments were maintained at $1 per share 
and totalled $2,434,482 for the full year. 


Smoky River Coal Division 


Coal production during 1976 was the highest for any 
year since the start of operations, totalling 3,162,460 
long raw tons and 1,864,630 long clean tons. 
Comparable figures for.1975, the highest previous 
year were 2,588,309 and 1,680,068 respectively. Raw 
coal production from individual mines during each of 
these years was: 


In Long Tons 
Underground Mines 1976 1975 
No. 2-4 340,578 467,109 
No. 2A-4 80,492 41,677 
No. 2R-4 79,586 ss 
No. 2-10 8,214 es 
Nowi2eit 607,895 271,499 
Surface Mines 
No. 8 Mine 749,966 72,983 
No. 9 Mine 1,295,729 1,735,041 


During the year, two new underground mines were 
developed for production, No. 2R-4 Mine in the 

Reiff Terrace area of the Sheep Creek drainage and 
No. 2-10 Mine in the vicinity of No. 2-4 Mine. 
Development work was completed in 2A-4 and 2-11 
Mines and depillaring operations were commenced. 
Depillaring continued throughout the year in 2-4 Mine 
with additional blocks of coal to those included in the 
January 1, 1976, reserves being recovered. The Barrett 
No. 8 Surface Mine was mined out with 822,949 long 
raw tons of coal being extracted. At No. 9 Surface 
Mine 13,191,140 bank cubic yards of overburden 
were removed giving an average waste-to-coal ratio of 
10.20 bank cubic yards per long ton of coal. During 
the year, a fourth 16 cu. yard shovel, eight 150-ton 
rock trucks and two drills were added to No. 9 Mine’s 
waste removal equipment. The No. 11 Seam beltway 
for the transportation of No. 9 Mine coal to the 
preparation plant was rehabilitated and placed into 
service during May 1976, and has since been operating 
satisfactorily. 


The coal preparation plant operated efficiently 
throughout the year, exceeding its designed throughput 
of 500 long raw tons per hour for extended periods 

of operation. Clean coal yield for the year averaged 
63.1%, compared with 67% for the prior year. The 
lower yield for 1976 is due to the larger tonnage of No. 
11 Seam coal mined and processed. This coal has a 
significantly higher ash content than either No. 4 or No. 
10 Seams. The tailings dewatering plant was completed 
at year’s end and placed in operation. Three by- 
product fuels recovered from the preparation plant 

and mining operations — i.e. dried tailings, primary 
rejects and oxidized non-coking coal — are currently 
being sold to Alberta Power Limited for utilization in 
its Milner generating station. 


Production costs were stabilized during 1976 and were 
significantly below the yearly average during the latter 
half of the year. This improvement was due to increased 
production, particularly from the underground mines, 


and a reduction in unit waste removal costs at No. 9 
Mine. Manpower shortages persisted throughout the 
year, particularly with respect to skilled operators and 
tradesmen. Training programs in these skills were 
expanded and at year’s end 55 trainees were enrolled in 
these courses. On December 9, 1976, a new collective 
bargaining agreement was reached with the Company’s 
hourly-paid employees at Smoky River, effective 
October 1, 1976, until October 1, 1978. The increases 
in hourly pay and benefits average 8% during the first 
year of the Agreement and 6% during the second. As 
such, they are in conformance with the guidelines of the 
Federal Anti-Inflation Board. The Agreement further 
provides that higher rates of pay equivalent to 10% 
during the Agreement’s first year and 7% during the 
second will take effect ifthe AIB approves them, and a 
joint Company-Union application for such approval 
has been filed with the Board. 


Capital expenditures during 1976 totalled $17,805,000 * A 
and included thé cost of construction of the tailings 
dewatering plant, the preliminary development of the 
2R-4 and 2-10 underground mines, and the purchase of 
one 16-cubic yard shovel, eight 150-ton rock trucks, 

two drills and ancillary equipment for No. 9 Mine, 

and four continuous miners and auxiliary equipment 

for the replacement of worn out units in the under- 
ground mines. 


Capital outlays for 1977 are budgeted at $13,165,000. 
One additional shovel witha complement of | four large 
trucks and two front-end loaders and smaller trucks 
will be added to No. 9 Mine’s waste removal equip- 
ment, and an extension is being constructed to its 
maintenance facilities. Two continuous miners are 
included in the budget to replace over-age equipment 
now in service. 


Smoky River coal sales in 1976 totalled $112,023,000 
compared with $93,198,000 during the prior year. 
Cutbacks in purchases by two of the Company’s 
Canadian customers, Steel Company of Canada, 
Limited, and Sydney Steel Corporation, totalling 
226,031 long tons were only partially offset by an 
initial sale of 45,579 long tons to Dominion Foundry 
and Steel Company, Limited. A trial shipment of 
9,500 long tons was also made to Pohang Iron and 
Steel Company, Ltd., of South Korea late in the year, 
but sales to the Brazilian steel industry did not 
materialize. The coal was competitively priced with 
U.S. Pocahontas low volatile coking coals on April 1, 
1976, but a large freight rate increase one month later 
followed by the addition of the newly imposed Alberta 
royalty to the selling price as of July 1st made it no 
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“the terminal stockpile to an appropriate level. Da Coen 


longer competitive with its U.S. counterparts. During 
October 1976, however, the Japanese steel mills 
negotiated extended contracts with the Pocahontas coal 
producers which included price increases and cost 
escalation additions which raised the minesite price of 
those coals well above the price of Smoky River coal 
with the new royalty cost included. Since then a fully 
competitive f.o.b. port price for Smoky River coal has 
been restored in terms of U.S. dollars as the result of 
the decline in value of the Canadian dollar relative to 
the U.S. currency. 


During the year, all contractual coal tonnages were 
delivered on schedule. Deliveries to Dofasco and 

Stelco were completed during the second and third 
quarters of the “‘yeat;-respectively; following which coal 
_-inveénitories accumulated rapidly at Neptune Termiirrals, 
standing at 196,509 long tons at year’s end. Increased > ~ 
deliveries during the first quarter of 1977 are expected 
to liquidate a good part of this inventory and restore 
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Copton Excol Ltd. 


An agreement between Copton Excol Ltd., (in which 
McIntyre owns a 78.8% interest) and Meadowlark 
Farms Inc., entered into on June 1, 1974, terminated on 
May 31, 1976, by reason of non-performance by 
Meadowlark with respect to the completion and delivery 
of an adequate feasibility study on the properties as 
provided i in the Agreement. Copton subsequently filed 
an action against Meadowlark seeking an injunction 
against its further entry on the properties, and a 
declaratory judgment with respect to the termination of 
the Agreement, and Meadowlark filed a counterclaim as 
amended naming McIntyre as a co-defendant, all of 
which is more particularly described in Note 12 to the 
financial statements in this report. On September 24, 
1976, Copton was granted a permit by the Aiberta 
Government to carry outa large diameter core 
drilling program on its properties for the purpose of 
obtaining samples for washability and other tests 
designed to optimize the coal’s coking pales The 
ous program was completed on December 22 

1976 and the test work is proceeding. 


Falconbridge Nickel Mines Limited 
(37.2% Equity Interest) 


Consolidated earnings of Falconbridge and its 
subsidiaries for the 1976 fiscal period were 
$14,703,000, compared with $3,221,000 earned in 
1975. 


\ 
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The integrated nickel operations recorded earnings of 
$4,727,000 in 1976, compared with a loss of 
$5,390,000 in 1975. Deliveries of nickel and cobalt 

to customers in 1976 were somewhat higher than 1975, 
although offset to some extent by lower deliveries of 
copper caused by reduced production. Prices of all 
metals showed marginal increases in 1976. 


Madeleine Mines Ltd. 
(36.4% Equity Interest) 


Earnings of Madeleine Mines Ltd. during 1976 totalled 
$276,000, compared with $315,000 in 1975. 


Ore tonnage milled totalled 813,944 during the year 
with an average grade of 1.07% copper. Production 
amounted to 16,293,718 pounds of copper and 
147,136 ounces of silver. Copper recovery averaged 
93.34%. For 1975, the comparable figures were 
908,225 tons of ore milled with an average grade of 
1.15% copper from which 19,354,616 pounds of 
copper and 179,034 ounces of silver were recovered. 


During the second half of 1976, Madeleine’s mining 
and milling operations incurred increasing losses 

as a result of depressed copper prices and the 
declining grade of ore milled, with consequent higher 
copper production costs. On October 28, 1976, the 
directors of Madeleine, after careful consideration of 
these factors, coupled with the discouraging outlook for 
copper price improvement in the near term, and the 
substantially higher smelting, refining and marketing 
costs after 1976 following the expiration of the then 
existing contract, resolved to suspend operations for 
an indefinite period. The directors further resolved to 
maintain the mine workings and plant in good 
condition with the view to reactivating the mine at 
such time as there is sufficient improvement in copper 
prices to permit a profitable operation. 


Exploration 


Expenditures on exploration by the Company during 
the year were $1,690,000 and total expenditures on all 
projects in which the Company was involved, including 
those of its joint venture partners in those projects, 
were $2,881,190. Comparable figures during 1975 
were $2,061,000 and $2,967,000. In the north- 
eastern part of Yukon Territory, extensive showings of 
lead-silver and zinc mineralization were staked by 
McIntyre and a limited amount of geologic mapping 
and sampling was completed. A core drilling program 
is scheduled during the coming season to test the better 


showings. In the Gaspe region of Quebec, three 
prospects in the vicinity of the Madeleine Mines were 
mapped, sampled and drilled. One of the prospects 
showed sufficient encouragement for additional work. 
The Doyon Joint Venture carried out an extensive 
reconnaissance mapping and sampling program on the 
lands previously selected by Doyon Inc., under the 
provisions of the Alaska Native Claims Settlement 
Act in central and east-central Alaska. Several base 
metal prospects and geochemically anomalous areas 
were located, and an expanded program including both 
reconnaissance and detailed studies is scheduled for 
the 1977 season. The Cordex II Syndicate, of which 
the Company is a member, continued prospecting and 
property evaluation work in Nevada and Idaho 
throughout the year. Exploration work was also 
reactivated in Australia. 


Outlook 


The Company’s financial results during 1977 will 
depend heavily on the tonnage of coal which can be 
sold in excess of that which is presently contracted for 
by the Japanese Buyers. Coal production for such sales 
is being programmed and the sales efforts in Brazil 

and elsewhere are being intensified. If steel production 
in the U.S. and Canada picks up during the second 
half of the year, as is presently predicted, the demand 
for coking coal should increase as well, and 
opportunities for additional sales to those presently 
contracted for by the Company’s Canadian customers 
may develop. Labour strikes and other work 
stoppages in U.S. coal mines this year, as generally 
expected, could further tighten supplies and strengthen 
markets. It appears reasonable at this time to 
anticipate that 1977 sales of Smoky River-coal will at 
least equal those of the past year. If this proves to be 
the case; the Company’s earnings for the year should 
also compare favourably with those of 1976. 


The Directors and Officers express their appreciation 
to the Company’s employees for their efforts during 
the year. 


On behalf of the Board of Directors, 


ME foptttc 


President 
March 11, 1977. 


AUDITORS’ REPORT 


TICe Box 51 Toronto-Dominion Centre 
Toronto, Ont. M5K 1G1 
aterhouse & CoO, (416) 863-1133 Telex 065-2411 


CHARTERED ACCOUNTANTS 


March 11, 1977 


To the Shareholders of 
McIntyre Mines Limited 


We have examined the consolidated balance sheet of McIntyre Mines Limited 
as at December 31, 1976 and the consolidated statements of earnings, reinvested 
earnings and changes in financial position for the year then ended. Our examina- 
tion was made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we considered necessary 
in the circumstances. The investment in Falconbridge Nickel Mines Limited has 
been accounted for on the equity basis, and we have relied on the report of the 
auditors who have examined its financial statements. 


In our opinion these consolidated financial statements present fairly the 
financial position of the company as at December 31, 1976 and the results of its 
operations and the change in its financial position for the year then ended in 
accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


ee 


Chartered Accountants 


» MCINTYRE 
AND SUBSIDIARY COMPANIES 


(Incorporated under the laws of the Province of Ontario) 


pocnerennceemce 
CONSOLIDATED BALANCE SHEET 
($000’s omitted) 


Assets 
DECEMBER 31 
Current 1976 1975 
Accounts ‘receivable (Note 22))o)i aie ee Oe en Re nn oe one $ 4,429 3,378 
Inventories and:muine supplies \\GNote 3) ack eae a nee eee 20,760 12,789 
25,189 16,167 
investments (Note 4) 
Falconbridge ‘NickeliMinesWimiited ac ene eee ee et eee 115,817 1123370 
Madeleine Mines! Bote oy rie UIE Wg NL ne 3,423 4,197 
0) 6 ate) caer nun eHa CUM umn E NEN. hs OMAIMUCL Mat ana nN Na Mle Ue GU. — 350 
119,240 116,917 
Properties and Plant 
Plantiand equipmient:at.icost/CNote a \i ee iuies ee ean anentoee 73,670 57,066 
Less accumulated idepreciattomy0)cy ada, ence een ee 213350 15,942 
52,320 41,124 
Deferred mine development less amortization (Note 6) ................ 35,291 37,836 
87,611 78,960 
Other 
Long-term’ accountireceivable min) ome Ali iienscn tinea sr ieee nan 3,363 Besa hy 
Employee) housing loans) uit aie cain ee Mg coe ni een 2,591 Zou 
5,954 6,088 


$ 237,994 
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Liabilities 


Current 


Accounts payable 


Accrued liabilities 


Coal Sales Contract Advances, less current portion (Note 7) 


Long-Term 


Bank loan repayable by January 31, 1979 


Deferred income taxes 


Shareholders’ Equity 
Capital stock (Note 13) 
Authorized — 3,000,000 shares without par value 
— 2,434,482 shares 


Reinvested earnings 


Issued 


Less equity in own shares held by affiliate 


Approved by the Board: 


R. B. FULTON, Director. 
A. E. FELDMEYER, Director. 


DECEMBER 31 


1976 

S275. 809 
125538 
5,430 
23,621 


1,266 


48,150 
285 


9,604 
158,863 
168,467 
3,795 
164,672 


$ 237,994 


1975 


40,203 


9,604 
145,068 


154,672 
B95 


150,877 


$ 218,132 


A AX MCINTYRE 


WB MINES LIMITED 


CONSOLIDATED EARNINGS 


($000’s omitted) 


Revenue 
Coal production 
Less coal royalty 


Dividends from affiliates 


Expense 
Operating costs 
Administration 
Exploration 
Interest (Note 8) 
Depreciation 
Amortization of deferred development 


Earnings from operations before deferred income taxes 
Deferred income taxes (Note 9) 
Earnings from operations 
Equity (reduction) in undistributed earnings of affiliates 
Earnings before extraordinary item 


Reduction in deferred income taxes arising from prior years’ 
losses 


Consolidated Earnings 

Per share (Note 10) 
Earnings before extraordinary item 
Extraordinary item 
Consolidated earnings 


CONSOLIDATED REINVESTED EARNINGS 
($000’s omitted ) 


Balance at beginning of year 
As previously reported 
Retroactive adjustment to earnings of affiliated company 
As restated 


Dividends ($1.00 per share; 1975 50¢ per share — Note 10) 
Balance at end of year 


YEAR ENDED DECEMBER 31 


1976 
S21 Ott 
2,602 
119,309 


ee 


92,415 
1.132 
1,690 
3,525 
5,873 
3,281 

107,916 

13,841 

3,026 
10,815 


1975 

$ 95,736 
206 
95,530 


64,476 
1:270 
1,980 
3,778 
4,493 
2,993 

78,990 

eee 
4,600 

eer, 
(1,279) 


C 12,938 ) 


4,600 
17,538 


(5.46 | 
1.94 
7.40 


YEAR ENDED DECEMBER 31 


1976 


$ 145,068 
16,164 
161,232 
2,369 

$ 158,863 


1975 

$ 128,291 
423 
128,714 
17,538 
146,252 
1,184 


$ 145,068 


CONSOLIDATED CHANGES IN FINANCIAL POSITION 


($000’s omitted) 
YEAR ENDED DECEMBER 31 


Source of Funds 1976 1975 
Operations — 
Consolidated earnings $ 16,164 $ 17,538 
Depreciation and amortization 9,154 7,486 
Deferred income taxes 285 _— 
Reduction (equity) in undistributed earnings of affiliates .. (2,608 ) 13279 
26,303 
Bank financing —— 
Long-term receivable 314 
Disposal of properties and other assets 50) 579 
31,646 27,196 
Use of Funds 
Plant and equipment 17,069 12,674 
Deferred mine development 3,298 
Reduction of bank financing 22 NOD 
Reduction of coal sales contract advances D157 
Dividends paid to shareholders 1,184 
Dividends paid on own shares held by affiliate (Note 10) 33 


Employee housing loans 46 
44,542 


Increase (decrease) in working capital $ $ (17,346) 


Working Capital Changes 
Increase (decrease) in current assets 
(647) 
Accounts receivable 1,051 1,539 
Inventories and mine supplies 1,998 5,840 
Coal sales contract advances receivable aa (18,050) 
9,022 (11,318) 
Increase (decrease) in current liabilities 
Accounts payable and accrued liabilities 3,798 6,232 
Current portion of coal sales contract advances aan (204) 
RE 
Increase (decrease) in working capital 51224 (17,346) 
Working capital (deficiency) — beginning of year (3,656) 13,690 
Working capital (deficiency) — end of year StL SOBs pe seo O000 
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NOTES TO CONSOLIDATED STATEMENTS 
DECEMBER 31, 1976 


us 


Accounting Policies 
(a) Principles of consolidation 

The consolidated financial statements include the accounts of all companies which are more 
than 50% owned. The assets and earnings of these companies are not significant and aggregate less 
than 2% of the consolidated total. 


Investments in affiliated companies Falconbridge Nickel Mines Limited (37.2% equity 
interest) and Madeleine Mines Ltd. (36.4% equity interest) are accounted for by the equity method 
which reflects the Company’s investment at cost plus its interest in reinvested earnings less 
amortization of the excess of cost over book value at date of acquisition. Such excess cost is 
amortized over the estimated life of the mining properties or such shorter period as may be considered 
reasonable. 


(b) Inventories 


Mine products are valued at net realizable value and other inventories at the lower of 
standard cost (which approximates cost on a FIFO basis) and net realizable value. 


(c) Depreciation and amortization 
(i) Plant and equipment are being depreciated on a straight-line basis over their productive 
lives, or in the case of each mining property to which they are appurtenances, over the 
productive life of the mine in terms of proven ore or coal reserves, whichever is less. 


(ii) Maintenance, repairs and renewals expenditures are expensed as incurred. Betterments 
are capitalized and included as additions to fixed assets. 


(iii) Gains or losses on the sale or retirement of material items are taken into earnings. Gains 
or losses on other items are recorded as an adjustment of accumulated depreciation 
in accordance with MclIntyre’s group depreciation policy. 


(iv) Development and preproduction expenditures 


Expenditures relating to each mine are capitalized until the property is brought into 
production at or near its designated rate at which time they are amortized on a unit 
of production basis over the life of the mine in terms of proven reserves. The initial 
costs of the Smoky River Coal Division including infrastructure and start-up expenses 
are being amortized on a unit of production basis over the estimated life of total proven 
coal reserves. 


(v) Overburden removal costs, except to the extent they are included in development costs 
of new mines, are charged to operating costs as incurred or, in the case of short lived 
mining units, at the estimated average cost per ton based on the recoverable reserves 
of that unit. 


(d) Reclamation 

The estimated cost of reclamation approved by provincial authorities at the outset of mining 
operations is provided for on a unit of production basis over the estimated life of each mine based 
on proven coal reserves. Additional expenditures incurred after the cessation of mining operations 
due to changes in the initial approved plan are expensed as incurred. 


(e) Exploration 
Exploration costs are charged to earnings as incurred. 


(f) Interest 


Interest is charged against earnings as incurred except interest on debt that can be specifically 
identified with a major capital project. In these circumstances interest is capitalized prior to 
commencement of production. 


(g) Income taxes 


The Company follows the tax allocation method of accounting whereby timing differences 
between reported and taxable income result in deferred taxes. Income taxes recoverable on losses 
are not recognized until realized. 


(h) Pensions 


Current service costs are a current charge against earnings. Past service costs are amortized 
and funded over periods not exceeding fifteen years. 


Accounts Receivable 


These are as follows: ($000’s omitted) 
1976 1975 
@aalisctelemients: FECERVADIC Myla ub neta RU lates paar RK Mise ArH U Ak $ 2,595 $ 1,988 
LOTHE EHEC COLVADICS MOR REACT Mou EIU Gn ed Vian PA ain NLA aN PLO D ENA NN a 1,834 eee 
$4429 = $_3,378 
Inventories and Mines Supplies ; 
These are as follows: ($000’s omitted) 
1976 1975 
Specification grade metallurgical coking coals)... $ 14,843 $NA DLT 
NATL RSUNE ID LLe Siete Meni tian aya RU we EH Fell Ltn URE NA aR Ra aN GY) 2 S652 5,438 
Houses for sale to employees less mortgages thereon ............ 285 rues 
$ 20,760 $ 12,789 
Investments Uf a, 


Changes in the Company’s investment in affiliated companies, accounted for by the equity 
method, are as follows: 
($000’s omitted) 


Falconbridge Madeleine 
1976 1975 «1976 1975 

Investment — beginning of year 

ASP DICVIOUSLY TEPOLtC Cyne ie ici ave $112,552. $4) 14197 $4,838 

Retroactive adjustment to earnings of 

AeAce Me COMPANY i) viemuiunuinussrs 423 

NCIS VERS © ho 6 UNL RE ROMS UN AERA A $ 112,370 112,975 
Equity (reduction) in earnings not distributed . 3,447 (605) (499) (314) 
AMOLization Ob) EXCESS) ;COSE anc oo ke an —- smelt C2735) (327) 
Investment ——end (of year’), 3. 020 oo oa. ed BV ees Aen ty SE B22 8 7 OTN SHA WPA olen aa SB 
SUITS CU £1) (6 Dye W/E AUN ARID RRR AGING SNE ERR RO 1,848,414 1,848,414 1712:208 he 7 $2208 
Market:valuev at: Decemberists 305 os SR G6SO1 9M 5G O04 No) ico SoMa 25,508 


At December 31, 1976 the unamortized excess cost relating to the investment in Madeleine 
was $968,000. 


Summarized financial information for these two companies is presented below: 


($000’s omitted) 


Falconbridge Madeleine 
1976 1975** 1976 1975 
Current assets: /o9 seen ae Ce er ee $252,591 S'263.8:19 owen oo eC 
OURE? KaSSEtS RAC ORS ihe ie tie atin 483,394 485,212 3,360 3,889 
735,985 749,091 7,691* 8,906 
Current slabilities 22 2 eee 100,508 99,777 646 568 
Long-term ‘liabilities: 20) ene meen a Geert 314,228 337,881 298 220 
Shareholders) equity.) io. mceeeia iio es Conan 321,249 311,433 6,747 8,118 
735,985 749,091 7,691 8,906 
Braintree ey Ren Nar a S14, 708 Seo Lae Di Guns 315 
Dividendsopaide weak et Care eae $1 4:962 $< FOS On aS i k:64 Lie Same iG 


* Reference is made to the Directors’ report on page 6 which covers the suspension of Madeleine 
Operations in December 1976. 


** Restated. 


Piant and Equipment 
Plant and equipment at cost are as follows: 
($000’s omitted) 


Smoky River Coal Division 1976 1975 
Understound equipment oo) yous lun ome ee en are $ 15,294 $ 13,933 
Surface plant.and equipment iu yee ae ene 57,697 42,470 

72,991 56,403 

0 13 1\c) aa DSi Pe eR TORO Ce RIM. SECT RRS SVE F 1 679 663 

73,670 57,066 
Less ‘accumulated depreciation: <. 3). se ee ee 21,350 15,942 
$'53,220 $ 41,124 


Deferred Mine Development 


Unamortized mine development costs are as follows: 


($000’s omitted) 


Smoky River Coal Division 1976 1975 
Producing: properties, “2/05, nian CMa eens a non ea $ 14,642 $ 15,036 
Non-producing .propertios ii (iui) ua elh nee eee 7,308 6,270 
Initial costs, including infrastructure and start-up expenses . . 13,348 14,705 

353291 36,011 
Deferred overburden removal costs 2....0...0) 22.0.0). —— e825 


$35,291 $ 37,836 


10. 


Aa 


Coal Sales Contract Advances 


McIntyre has entered into the following coal sales contract delivery commitments for yearly 
periods commencing April 1, 1977. 


Coal Sales 
Term of Contract 
Buyer Contract Annual Tonnage Advances 
AD ANESE ULV CES Here aMaun Wu a Ns RV ey Camp 1 year 1,500,000 long tons $6,696,000 
Steel Company of Canada Limited... 1 year 25,000 short tons — 
Dominion Foundries and Steel, Limited ..... 1 year 50,000 short tons ees 
$6,696,000 


The minesite contract price of the coal is established annually on April 1st at the equivalent to 
the U.S. producer price and is subject to further adjustment for subsequent changes in MclIntyre’s 
coal production and delivery costs. The coal sales contract advances from the Japanese Buyers 
are being repaid over the term of the contracts as coal deliveries are made. 


Interest 
Interest capitalized during the year amounted to $921,000 (1975 -—— $765,000). 


Income Taxes 


The tax effect of earned depletion allowances in 1976 and 1975, and resource allowance 
in 1976 only, has reduced the charge for deferred income taxes during the year by $3,786,000 
(1975 — $1,429,000). 


A year end review by the Company’s independent auditors of the calculation of deferred 
income taxes has indicated that the charge for 1975 and the offsetting extraordinary item did not 
properly reflect the reduction of $1,429,000 because of earned depletion in that year. Accordingly, 
the amounts have been restated to reflect this change, which increased earnings before extraordinary 
item for 1975 by this amount, but did not change consolidated earnings for the year. 


At December 31, 1976 the Company had accumulated earned depletion allowances amounting 
to approximately $14,390,000 which are available to reduce future income tax charges. 


Earnings Per Share and Dividends Paid 


In calculating earnings per share and dividends paid the total issued shares have been reduced 
by 65,477 shares being MclIntyre’s proportion of its own shares held by an affiliated company. 


Exercise of the share options outstanding would not affect to any extent the earnings per 
share for the year ended December 31, 1976. 


Unrecorded Asset 


On December 31, 1976 the Company had incurred expenditures of $678,000 on certain 
crown leases that the Government of Alberta will cancel under its new Coal Development Policy, 
with compensation to be based on approved expenditures, adjusted to a current dollar basis, plus 
interest. At the present time the Government of Alberta is not in a position to determine the amount 
that is to be paid to the Company, but it is expected to be substantially in excess of the figure 
mentioned above. The amount when determined will be reflected in the accounts as an extraordinary 
credit in the statement of earnings. 


SR LALIT RI SR ARE LEL EDIE II LR EEL LCL OTE DEI BARES EO DERE EME EN RE AT OEY Plt SIN SPR IERIE LY OLS 2 POR ERAS AA IO RD ASAIO SEEN S EE LO INES I OR IR RI NNN REN IOS ERO TEE ALO 


Commitments and Contingencies 


(i) The Company has guaranteed mortgages amounting to $9,832,000 at December 31, 
1976 in respect of employee housing in Grande Cache. 


(ii) A long term lease agreement for the supply of unit-train rail cars for the transportation 
of coal provides for minimum rental charges of $1,090,000 per year. 


(iii) Certain open-pit mining equipment required for the operation of No. 9 Mine has been 
leased under a long-term agreement at an annual rental of $1,010,000. At December 31, 1976 the 
total rentals remaining to be paid over the term of this agreement amounted to $6,378,000. 


(iv) The Company is obligated to pay approximately $500,000 for the balance of purchase 
of shares of a subsidiary company (78.8% owned) in the event the subsidiary secures a contract 
for the sale of coal from its property. 


(v) At December 31, 1976 budgeted capital expenditures for plant and equipment additions 
and replacement and new mine development totalled $13,165,000. 


(vi) In 1969 the Company contracted to supply coal to Canadian Utilities, Limited, to 
provide its requirements for fuel of contract specification at its thermal power generating plant at 
Smoky River, Alberta, for a period of 15 years commencing December 1972 at a price of approxi- 
mately 32¢ per long ton. That contract is renewable at the option of the purchaser at a nominal 
price for a further 15 years. 


Alberta Power Limited, the assignee of Canadian Utilities, in 1973 commenced an action 
against the Company in the Supreme Court of Alberta claiming damages in the amount of $804,000 
for costs allegedly incurred by it in connection with the supply and use of coal supplied by the 
Company to December 31, 1973, and requesting certain ‘declaratory and injunctive relief. The 
Company is defending the action. In the opinion of Counsel, the plaintiff will not be successful 
in obtaining judgment of the amount of damages claimed or in obtaining an injunction. No 
provision therefor has been made in the accounts. 


The Company maintains that it is legally bound under the contract to supply only by-product 
coal from its metallurgical coal mining and processing operations. It believes, on the basis of its 
by-product coal production since its metallurgical coal mining operation at Smoky River commenced 
in 1971, that there will not be sufficient amounts of specification by-product coal available to 
fulfill the requirements of Alberta Power. The Company is presently delivering by-product coal to 
Alberta Power on a month to month basis, at cost, and the parties are jointly investigating the 
technical and economic feasibility of utilizing all of the by-product coal produced by the Company 
from its Smoky River operation as a step towards the long-term rationalization of the power plant’s 
fuel requirements. 


(vii) On June 1, 1974 Copton Excol Limited, a 78.8% subsidiary of McIntyre, entered into 
an agreement with Meadowlark Farms Inc., a wholly owned subsidiary of Amax Inc., to further 
explore and evaluate Copton’s coal properties in the Smoky River Region of Alberta in order to 
determine the economic feasibility of developing the properties for production. Under the terms of 
the agreement Meadowlark was to acquire a 50% interest in Copton’s coal properties if, among 
other things, it delivered to Copton prior to May 31, 1976 a complete and detailed economic 
feasibility study in respect of Copton’s coal properties on the basis of which it had to be prepared 
to proceed with the development of the properties to production. If it failed to do so the agreement 
was terminated. 


13. 


14. 


Prior to May 31, 1976 Meadowlark delivered to Copton a purported feasibility study and 
subsequently gave Copton written notice electing to proceed with the development, subject to the 
removal of certain obstacles, and claiming its interest in the properties. The study was reviewed by 
Copton with the assistance of independent engineering consultants. Based upon the opinions and 
information provided by these parties Counsel was of the opinion that the study submitted by 
Meadowlark did not qualify as a complete and detailed economic feasibility study within the terms 
of the agreement. Accordingly Copton’s directcrs and shareholders at meetings held on June 8, 
1976 determined that Meadowlark be advised that the agreement was terminated and on that date 
Copton so notified Meadowlark in writing. 


Meadowlark subsequently asserted that the agreement remained in effect and indicated its 
intention to carry out further work on Copton’s coal properties. Consequently on August 3, 1976 
Copton commenced an action in the Supreme Court of Alberta seeking a declaration that the 
agreement was terminated and an injunction restraining Meadowlark from entering upon Copton’s 
coal properties. Subsequently Meadowlark filed a defence and counterclaim seeking damages in 
the amount of $377,804,000 against Copton and McIntyre which it alleges among other things 
induced Copton to breach the agreement. 


The claims made by Meadowlark are being denied by Copton which, in view of the opinion 
of Counsel referred to earlier, considers that Meadowlark will not be successful in obtaining judgment 
and no provision for damages claimed has therefore been made in the accounts. McIntyre 
management maintains that there is no justification in any event for any claims against McIntyre 
and those claims are also being denied. 


$324,000). 


Total unfunded past service liability at December 31, 1976 was $668,000 of which $377,000 
related to improvements in plan benefits made in 1975 and 1976. The liability is being amortized 
by annual payments of $94,000 to 1979 with decreasing amounts thereafter to 1990. 


(ix) Anti-Inflation Program 

The Company is subject to, and believes it has complied with, controls on prices, profits, 
compensation and dividends under the Federal Government’s anti-inflation program. Under the 
present anti-inflation legislation dividends during the year ending December 31, 1977 may not exceed 
$1.08 per share. 


Capital Stock 
175,000 shares have been set aside under the Executive and Key Employees Stock Option 
Plan. Of these, 135,450 had been issued to December 31, 1976. 


(viii) Pension costs for the year, including past service costs, were $464,000 (1975 


Options outstanding at December 31, 1976 were: 
10,000 shares at $41.80 per share granted January 25, 1973 and expiring January 24, 1983. 


Remuneration of Directors and Senior Officers 
Aggregate remuneration paid to directors and senior officers was $446,000 which compares 
with the 1975 remuneration total of $420,000. 
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MCINTYRE 


MINES LIMITED 


FIVE YEAR SUMMARY 


1976 


1975 1974 1973 


Raw coal (long tons) 3,162,460 2,588,309 2,358,357 2,086,667 2,432,376 
Clean coal (long tons) 1,864,630 1,680,068 1,528,268 1,441,535 1,565,720 
Copper (pounds) (a) .... — — — 8,372,000 9,297,000 


Production aL 


Gold (ounces) (a) 


Earnings ($000’s omitted) 


Revenue — coal production 
Less: coal royalty 


-—— metal production (a) 
Dividends from affiliates 
Interest and other income 
Exploration 
Interest expense 
Depreciation 
Amortization of deferred development 
Deferred income taxes 
Earnings (Loss) from operations 
Equity (reduction) in undistributed earnings 
of affiliates 
Extraordinary credits (losses) 
Consolidated earnings (loss) 
Persnare nD ane 
Dividends paid 
Per share (b) 


Financial Position ($000’s omitted) 


Working capital (deficiency) 
Investments 
Properties and plant 
Coal sales contract 
portion 
Long-term debt 
Shareholders’ equity 
Perishatev() jay 


advances less current 


Shareholders and Employees — December 31 


Total shares outstanding 
Shareholders 
Employees 


(a) Schumacher Mine sold November 27, 1973. 


$ 


121,911 
2,602 


95,736 
206 


— 68,548 


$ 


30,455 
161 


104,079 


$ 


28,974 
178 


119,309 
2,448 
1,690 
33525 
5,873 
3,281 
3,026 

10,815 


2,608 
2,741 
16,164 
$6.82 


$1.00 


1,568 
119,240 
87,611 


1,266 
48,150 
164,672 
$69.51 


2,434,482 
2,720 
950 


95,530 
2.277 
1,980 
3,778 
4,493 
2,993 
4,600 

Wey 


(1,279) 


4,600 
£7,938 
$7.40 
1,184 
$0.50 


(3,656) 


PLOT 
78,960 


(ye) 
40,203 
150,877 
$63.69 


2,434,482 
2,819 
850 


30,294 
127979 
2,875 
881 
4,716 
3/29 
E219 


(952) 


16,806 
6,105 
21959 
$9.27 


13,690 
118,168 
71,048 


3,114 
111,799 
60,587 


12,416 — 

62,323 59,403 
134,523 121,974 

$56.79 $51.49 


2,434,482 
3,039 
724 


2,434,482 
3,049 
491 


(b) Per share figures calculated on the basis of total shares outstanding, less equity in own shares held by affiliate. 


28,796 
10,654 
1,848 
569 
1,204. 
33899 
Syn) 2 | 
easy 


(8,117) 


114 
(22,056) 
(30,059) 
($12.74) 


1,548 
927533 
67,763 


65,701 
he poe)! 
$42.22 


2,424,482 


3,042 
1,424 


MCINTYRE 


MINES LIMITED 


LY \ 


EXPLORATION OFFICES: 


Ontario 


A. M. S. CLARK 
Regional Geologist 
McIntyre Mines Limited 
P.O. Box 970 
Timmins, Ontario P4N 7H6 
Tel.: (705) 264-9735 


CORPORATE OFFICE 
P.O. Box 51 
Commerce Court West 
Toronto, Ontario 
M5L 101 
Tel.: (416) 362-4751 


Exploration Manager 
PAUL A. LINDBERG 


FIELD OFFICES 


Quebec 


DENIS FRANCOEUR 
Geologist 
McIntyre Mines Limited 
P.O. Box 999 
Ste. Anne des Monts 
P.Q. GOE 2G0 
Tel.: (418) 763-3316 


British Columbia 
A. O. BIRKELAND 
Regional Geologist 
Mcintyre Mines Limited 
1003 - 409 Granville Street 
Vancouver, B.C. V6C 1T2 
Tel.: (604) 682-8977 
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INTERIM REPORT 
TO 
SHAREHOLDERS 


For the Three Months Ended 
March 31, 1976 


Including the President’s Address to the 
Shareholders 


April 23, 1976 


\MCINTYRE 


\M INES LIMITED 


SUITE 5100, COMMERCE COURT WEST 
TORONTO, ONTARTIO-M5L_1C1 


To the Shareholders: 


The ‘sixty-fourth Annual and General Meeting of 
the Shareholders of the Company was held on April 
23, 1976 in Toronto. Approximately 83% of the 
issued and outstanding shares were represented in 
person or by proxy. 


Mr. R. B. Fulton, President of the Company, 
addressed the meeting as follows: 


“MclIntyre’s earnings from its operations improved 
during 1975 to $18,817,000 or $7.94 per share, 
before provision for deferred income taxes in the 
amount of $6,029,000, from 1974’s results of 
$5,873,000 or $2.48 per share. Consolidated in- 
come including the Company’s equity in the undis- 
tributed earnings of its affiliated companies, Falcon- 
bridge Nickel Mines Limited and Madeleine Mines 
Ltd., however, was $17,538,000 or $7.40 per share 
reflecting the fact that neither of those company’s 
earnings fully covered its dividend payments. Con- 
solidated income for 1974 was $12,318,000 or $5.20 
per share. Dividend payments were resumed during 
the latter six months of 1975 at a quarterly rate of 
25¢ per share. 


Last year’s improved results were due essentially 
to higher coal prices and increased output from the 
Smoky River mines. The coal contracts which took 
effect on April 1, 1975 established parity between 
Smoky River coal and premium grade U.S. Pocahon- 
tas low volatile coking coals in quality, coking prop- 
erties and price, and contracts covering 1976 de- 
liveries maintain this parity. The coal tonnage to be 
delivered under these contracts totals approximately 
1.7 million long tons compared with 1.83 million 
long tons which was under contract at this time 
last year. It is expected that additional sales will be 
made during 1976 as the result of negotiations now 
in progress with overseas steel companies. 


Production of clean coal last year rose to 
1,680,068 long tons from 1,528,268 in 1974. Raw 
coal mined totalled 2,588,309 long tons with two 
surface mines (No. 8 and No. 9) producing 
1,808,451 long tons or 69.9% of the total. Four 
underground units (No. 2-4; 2A; 2-11 and Reiff 
Terrace) had a combined output of 779,858 long 
tons equal to 30.1%. Three coal seams (Nos. 4, 10 
and 11) were mined and good uniformity of prod- 
uct meeting contract specifications was maintained 


in shipments throughout the year. All contractual 
commitments were met in full, including the delivery 
of 1.5 million long tons to the Japanese Buyers 
prior to April 1, 1976. 


Events in the metallurgical coal markets of the 
world during the past couple of years have focussed 
a good deal of attention on the current price and 
tonnage outlook of the suppliers and it seems ap- 
propriate to offer some observations on this because 
of MclIntyre’s involvement. 


The very large price increases in all types or ranks 
of coking coals which occurred during 1974 and 
1975 must now be reconciled with lagging steel 
production and reduced coal requirements which 
were manifested in the world’s leading steel produc- 
ing countries during the latter part of 1975 and 
which are continuing into 1976. Highly competitive 
markets have developed in the cases of high and 
medium volatile coals with attendant price and 
tonnage cuts. In the case of low volatile coals, the 
situation is somewhat different because of its limited 
availability. Nevertheless, there is plenty of evidence 
of growing resistance by steel companies everywhere 
to the mounting delivered cost of all ranks of coking 
coals. 


Any prognosis of the durability of the newly 
established price structure of Western Canadian 
coals must of course take into account production 
costs at the various mines. In the case of Smoky 
River a strong minesite price is essential to cover 
the abnormal production costs which go with its 
remote location in the Rocky Mountain foothills. 
Qualified operators and mechanics, supervisors and 
technicians are scarce and they demand high rates 
of compensation and first-class housing. Mining 
conditions are another major cost factor. No. 9 
Mine, our largest producing unit, has high waste to 
coal ratios necessitating the daily removal of over 
100,000 tons of overburden to release its quota of 
6,000 tons of raw coal from which approximately 
two-thirds is recovered as saleable clean coal. 


Under these circumstances we view with increas- 
ing concern the rapidly escalating railway freight 
charges being imposed on our coal shipments to 
Vancouver and to steel mills on the Great Lakes. 
On April 1, 1975, the Vancouver rate was increased 
by over 50% and a similar increase is being sought 


for this year’s coal shipments. Deliveries to Great 
Lake ports have become almost impossible because 
of prohibitive rates and the lack of adequate terminal 
facilities. Incredible as it may seem, both McIntyre 
and another Alberta coal producer will deliver coal 
this year to Hamilton, Ontario, via the Panama 
Canal. If the Country’s goal of getting Western 
Canada’s coals east to generate power and make 
steel is to be achieved, equitable and competitive 
freight rates must be forthcoming. 


Turning to our other operation at Madeleine 
Mines in Gaspe, Quebec, a marginal profit of 
$315,000 or 7¢ per share was made during 1975, 
compared to the 1974 result of $2,502,000 or 53¢ 
per share. Low copper prices prevailed throughout 
last year, averaging 58¢ per pound, whereas during 
1974 the price averaged 74¢ per pound. The ore 
tonnage milled in 1975, however, was a record 
908,225 and stable production costs were main- 
tained. Copper and silver production totalled 
19,354,616 pounds and 179,034 ounces, respectively. 
Comparable figures for 1974 are 804,390 tons milled, 
19,113,819 pounds of copper and 176,052 ounces of 
silver produced. Ore reserves were partially main- 
tained in 1975 with the addition of 421,495 tons 
of new ore, and totalled 3,379,000 tons, grading 
1.03% Cu, on the first of this year. These will 
provide about four years’ ore supply at the current 
milling rate. Madeleine’s earnings during 1976 can 
be expected to improve to a more satisfactory level 
with the strengthening outlook for copper prices. 


McIntyre’s exploration program for base and 
precious metal deposits expanded during 1975 and a 
somewhat wider scope of activity is planned for 
this year. Prospective areas in Alaska and Nevada 
will be investigated under joint venture agreements 
with other Canadian and U.S. mining companies 
and work programs will also be carried out in 
Manitoba, Ontario and Quebec. 


Reporting on the results of the Company’s opera- 
tions during the first quarter of this year, earnings 
totalled $1,048,000 or 43¢ per share. For the same 
quarter of 1975 earnings were $327,000 or 13¢ per 
share. Coal production was 419,516 long tons com- 
pared with 299,043 long tons during the first three 
months of 1975. Coal production and production 
costs were adversely affected during January of 


this year because of an excessively large minesite 
stockpile resulting from train service delays and 
interruptions, and also in February due to a week- 
long illegal strike by the hourly-paid employees at 
Smoky River. Results during the remainder of the 
year are expected to be similar to those of the same 
period last year.” 


At the meeting Special By-Law I, passed by the 
Board of Directors on January 29, 1976, authorizing 
the Company to make loans to bona fide employees 
to enable them to purchase or erect dwelling houses 
for their own occupancy was confirmed by the 
shareholders. 


The following directors were elected: 


M. A. Cooper H. B. Keck 
A. E. Feldmeyer W. M. Keck, Jr. 
R. B. Fulton The Hon. E. C. Manning 
H. M. Griffith J. L. Norman 
L. T. Postle 


At the organization meeting of directors which 
followed the meeting of shareholders, the following 
officers were appointed: 


Chairman of the Board 
M. A. Cooper 


President and Chief Executive Officer 
R. B. Fulton 


Vice-President Operations 
P. A. Cain 


Corporate Secretary 
F. T. McKinney 
Treasurer 
A. G. Goodeve 


Comptroller and Assistant Treasurer 
D. G. Page 


At the same meeting the Board of Directors 
declared a dividend of 25¢ per share payable June 
1, 1976 to Shareholders of record May 14, 1976. 


President 


May 6, 1976 


McINTYRE MINES LIMITED 
CONSOLIDATED RESULTS 


The Company’s earnings from its operations during 
the first quarter of 1976 including provision for deferred 
income taxes in the amount of $565,000 were $1,048,000 
or 43¢ per share. Consolidated income including the 
Company’s equity in the earnings of its affiliated com- 
panies, Falconbridge Nickel Mines Limited and Made- 
leine Mines Ltd., was $136,000 or 6¢ per share. Falcon- 
bridge posted a loss of $791,000 for the quarter, whereas 
Madeleine had earnings of $275,000. 


(Unaudited) 
(000’s omitted) 


Three months 
ended March 31 


1976 1975 
EARNINGS $ $ 
Revenue — coal production .... 26,550 13,326 
Dividends from affiliates ....... 633 718 
27,183 14,044 
Opetatinesexpensesm ae 22,497 10,906 
Explorationy joe aae eee aes 151 269 
Interests’. Se) RAH ee Oe eer eee 889 1,066 
Depreciation and amoritzation .. 2,033 1,476 
25 510ah 1Sh?, 
Earnings before taxes .......... 1,613 S27, 
Income taxes — deferred ....... 565 — 
Earnings from operations ....... 1,048 327 
Equity in undistributed earnings of 
affiliates eich ALG ies se | (912) 169 
Consolidated earnings ..:....... 136 496 
Perjishare: Mas sees aes aoe $0.06 $0.21 
SOURCE AND USE OF FUNDS 
Source of Funds: 
Operations — 
Earnings from operations ..... 1,048 S27 
Depreciation and amortization . 2,033 1,476 
Deferred income taxes ....... 565 — 
3,646 1,803 
Use of Funds: 
Properties and plant ......... 4,475 6,048 
Coal advances repaid ........ 1,621 = 
Bank loan reduction (increase) (1,172) 7,969 
Dividends! 23). 4i itr enn wanes: 608 — 
Other ee Ay ea ea eM ees (154) 20 


Increase (decrease) in 


Working capitalle yaa aes (1,732) (12,234) 
Working capital — beginning 

Of period Vet cee uae ees eee (3,656) 13,690 
Working capital — 

end; of period! an eee (5,388) 1,456 


Printed in Canada 


INTERIM REPORT’ 
T0 
SHAREHOLDERS 


For the Six Months Ended 
June 30, 1976 


a\4 MCINTYRE 


SUITE 5100, COMMERCE” COURT WEST 
TORONTO, ONTARIO MSL 1C1 


MINES LIMITED , 


To the Shareholders: 


During the six months ended June 30, 1976 
the Company’s earnings were $4,199,000 or $1.72 
per share after provision for deferred income 
taxes in the amount of $1,797,000. For the 
comparable period in 1975 earnings totalled 
$8,649,000 or $3.55 per share. Capital expen- 
ditures during the 1976 period totalled $8,193,000 
and exploration costs were $458,000. 


Consolidated income including the Company’s 
equity in the undistributed earnings of its affi- 
liated companies, Falconbridge Nickel Mines 
Limited and Madeleine Mines Ltd., was 
$4,108,000 or $1.73 per share for the first half 
of 1976 and $8,914,000 or $3.76 per share for 
the comparable 1975 period. 


rad 


< The market value of the investment portfolio 
‘\at June 30, 1976 was $78,847,000 or $32.39 
< per share compared with $69,498,000 or $28.55 
per share a year earlier. 


On July 26, the Board of Directors declared 
a dividend of 25 cents per share payable Septem- 
ber 1, 1976 to shareholders of record August 13, 
1976. 


OPERATIONS 


Smoky River Coal Division 


The Coal Division had an operating profit of 
$8,324,000 during the Second Quarter compared 
with $3,955,000 for the First Quarter, 1976, and 
$11,560,000 during the Second Quarter 1975. 
/Raw coal production during the first half of 1976 
totalled 1,595,857 long tons from which 918,694 
}long tons of clean coal were recovered, for an 
‘average yield of 61.1%. During the first six 
months of 1975 raw coal production was 
1,167,251 long tons, and 775,874 long tons of 
clean coal were recovered, for a yield of 67.1%. 


The lower earnings during the current year are 
attributable to increased production costs largely 
caused by higher waste to coal ratios at the No. 9 


surface mine, and lower clean coal recovery. Unit 
production costs at Smoky River were lowered 
during the Second Quarter of 1976 from those 
of the previous two quarters through increased 
mine productivities and elimination of scheduled 
overtime work. Sub-standard clean coal re- 
coveries were caused by high ash content coal 
from No. 2-11 underground mine. Rail freight 
/costs increased substantially during the period by 
8.4% on April 1, and 27.7% on May 1 and 
resulted in increases totalling $2.21 per ton in 
‘the f.o.b. port price of the coal. The rapidly 
rising coal transportation costs are seriously im- 
peding the Company’s efforts to expand its mar- 
kets within and outside of Canada. 


Madeleine Mines Ltd. 


Net earnings for the six months to June 30, 
1976 amounted to $685,000 or 14.5¢ per share 
[compared with $84,000 or 1.8¢ per share earned 
in the similar period last year. Somewhat higher 
‘metal prices and stable operating costs accounted 
for the improved earnings. 


Ore milled during the period totalled 447,452 
| tons with an average grade of 1.14% copper. 
Production amounted to 14,552 tons of concen- 
trate containing 9,497,312 pounds of copper and 
187, 311 ounces of silver. In the similar period 
last year, ore milled totalled 458,582 tons with 
an average grade of 1.13% copper. Production 
was 14,700 tons of concentrate containing 
9,616,310 pounds of copper and 88,202 ounces 
of silver. 


; Outstanding metal settlements for which no 
| firm price has been established contain 6,265,264 
| pounds of copper. For current accounting pur- 
| poses this copper has been priced at 68¢ per 
| pound. 


Falconbridge Nickel Mines Limited 


) Consolidated earnings of Falconbridge Nickel 
Mines Limited and its subsidiaries were 


$3,704,000 for the second quarter of 1976 and 
2,913,000 for the six months ended June 30, 
1976. Results for the comparable periods in 
1975 were $1,758,000 and $4,229,000 respec- 
tively. Consolidated working capital at June 30, 
1976 totalled $147,791,000 reflecting a decrease 
of $14,092,000 since the first of the year. Capital 
expenditures during the period aggregated 
$20,567,000 and reduction of long term debt was 
$20,758,000. Dividend payments to shareholders 
totalled $2,481,000. 


MG fecela 


President. 


August 6, 1976. 
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CONSOLIDATED RESULTS 
(Unaudited) 
(000’s omitted) 


Three months Six months 
ended June 30 ended June 30 
1976 1975 1976 1975 
$ $ $ $ 
EARNINGS 
Revenue — coal production 0) (uel tle... ee 32,391 25,865 58,941 39,191 
Dividends from jaffiliates. (Us oe hee oe Bee 633 462 1,266 1,180 
| 33,024 26,327 VY 60,207 (40,371 
Operating expenses: )icl nel: enema ere Cet V1 51 Bye) : 25028 14,664 47,618 25,570 
Exploration.) 4.0). Una Aa te PCa tn Ra 307 447 458 716 
Interest, (3.2 Ue I A eee hc: 918 981 1,807 2,047 
Depreciation and amortization Boe ee |. eee 2,295 1,913 4,328 3,389 
| 28,641 18,005 S421 Uo hee 
Earnings. before.;taxes) (207 ail ee ee), 4,383 8,322 5,996 8,649 
Income: taxes!—— deferred’/).. Ih 2 Seria) es: Bee 1,232 a 97 — 
Earnings from'ioperationsi. sect es aie e o : ee SN Es\ 8,322 4,199 8,649 
Equity in undistributed earnings of affiliates ...... ..... PONS2E 374 (91) 265 
Consolidated searnings i). Sep eeene eee AA sh / 3,972 © 8,696 yv 4,108 v 8,914 
Per share i) ie) 4 9 Qee 0a at ee ere BGs nS. Lyd, Woy aon vy SUB AS Bite 
| 
SOURCE OF FUNDS: | 
Operations — | $ $ $ $ 
Earnings ‘from, operations!) 2)... 6). |). Bae 3,151 8,322 4,199 8,649 
Depreciation’ and amortization 3) 2u0 1... Eee 2,295 1,913 4,328 3,389 
Deferred incometaxes. 20 Pee a. a 12232) — 1,797 — 
6,678 10,235 10,324 12,038 
USE OF FUNDS: | 
Properties): and ;plant G7} 0) /Ae ee te Merete | | ee 2,807 2,861 7,282 8,909 
Bank loan reduction (Increase) ................. ryan (1,000) 3,994 (2;172)) | W963 
Coal advances Tepaid Wea ae seh ee er), 1,345 1,700 2,966 1,700 
Dividends)? .).). 4) 4-2 a eee 609 — 207; — 
Other. 4.545 jhe GE ee ee (89) (172) (243) (152) 
3,672 8,383 9,050 22,420 
Increase (Decrease) in working capital .......... Ss 3,006 1,852 1,274 (10,382) 
Working capital — beginning of period ............._.. el (5,388) 1,456 (3,656) 13,690 
Working capital — end of period ................ NaN (2,382) 3,308 (2,382) 3,308 
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